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GERMAN ECONOMY IN SPRING 2023: ECON-

OMY IS STABILIZING BUT LITTLE MOMEN-

TUM GOING FORWARD 

 

Jens Boysen-Hogrefe, Dominik Groll, Timo Hoffmann, Nils Jannsen, Stefan 
Kooths, Nils Sonnenberg und Vincent Stamer 

The German economy is working its way out of the energy crisis. In recent months, the economic outlook 
has improved somewhat. GDP is expected to increase by 0.5 percent in the current year and by 1.4 
percent in 2024, slightly more than we had expected in our winter forecast (0.3 percent and 1.3 percent, 
respectively). The German economy, thus, seems to avoid a deep contraction as a result of the energy 
crisis. However, the economic consequences of the war in Ukraine have slowed down the recovery from 
the pandemic and depressed the level of GDP. Inflation is likely to remain stubbornly high for some time. 
Similar to our winter forecast, we expect consumer prices to increase by 5.4 percent in the current year 
and 2.1 percent in 2024. High inflation reduces the disposable income of private households and leads 
to a decline in private consumption in this year. No major impulses are emerging from the global econ-
omy. However, as supply bottlenecks ease, companies in the manufacturing industry can start to work 
off their previously accumulated order backlogs, even if energy-intensive industries are still suffering 
from high energy prices. Construction investment will decline significantly due to the worsening financial 
conditions. The labour market remains robust despite slow GDP growth. On the contrary, the conse-
quences of demographic change are becoming increasingly apparent: In the next years, employment 
will pass its peak. The massive shortage of skilled workers will lead to strong wage increases in times 
of high inflation. Due to strongly increasing revenues and high inflation, the public deficit relative to 
nominal GDP is expected to fall from 2.6 per cent in 2022 to 1.4 per cent in 2024. The debt ratio is 
expected to decline from 66.4 per cent to 63.5 per cent during this period.  

GDP is expected to rise again at the beginning of the year. In the last months, the economic outlook 
has brightened. The economic risks posed by the energy crisis have diminished with the sharp drop in 
wholesale prices for gas and electricity and the rela-
tively high storage levels for gas. This is reflected in 
the significantly increased business expectations of 
the companies. Industrial production (including con-
struction and energy) in January more than made up 
for the sharp decline in December and was well 
above its level in the fourth quarter. Overall, forecast 
models point to a fairly strong increase in GDP of up 
to more than 0.5 percent. For our forecast, we as-
sume a lower increase. In view of the decline in real 
disposable income, we expect private consumption 
to fall again. However, fluctuations in private con-
sumption are only disproportionately reflected in 
many forecast models, as they were not a major eco-
nomic driver before the pandemic and the leading in-
dicators are not very reliable for consumption. In ad-
dition, the fluctuations in industrial production in De-
cember and January were to a large extent caused 
by construction production, for which the general 
conditions remain unfavorable and which is ex-
tremely volatile at monthly frequency. Overall, com-
panies have assessed their business situation into 
February as almost unchanged compared to the 
fourth quarter. Against this background, we expect a 
slight increase in GDP of 0.2 percent for the first 
quarter (Figure 1). 

Figure 1:  

Gross domestic product 
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Value added in the manufacturing industry will increase significantly as supply bottlenecks ease. 
In the past few years, high order backlogs have piled up due to massive supply bottlenecks while the 
order situation was good at the same time. Although incoming orders fell by more than 10 percent in the 
course of last year due to the energy crisis and production remained more or less stable, companies 
were hardly able to reduce their high order backlogs until recently. At the turn of the year, order backlogs 
were still about 30 percent above their level at the end of 2019. The increased range of the stock of 
orders indicate that the additional order backlogs account for more than 10 percent of current annual 
production. The overall robust foreign economy suggests that new orders will pick up again in the course 
of the year. Since supply bottlenecks are likely to ease further, we expect production in the manufactur-
ing sector to pick up noticeably. For the first quarter there are even signs of a fairly strong increase in 
gross value added. Industrial production, for example, rose in January and was about 1 per cent above 
its level in the fourth quarter. Truck toll mileage, which has a fairly high forecast quality for industrial 
production, suggests a further significant increase in February. Overall, gross value added in manufac-
turing is expected to increase by 2.8 percent this year and by 2 percent next year. 

Import prices drop significantly and lead to a sudden recovery of the terms of trade. German 
exports fell in the fourth quarter. Chemical products and other intermediate goods that are energy-in-
tensive to produce had a significant impact on the overall decline in exports. Other industries, such as 
machinery and motor vehicles, experienced more stable exports as companies are increasingly able to 
work off the high order backlog. Services exports also endured a weak quarter.  In the first quarter of 
2023, the dampening influences from a weak global economy are still in effect, but will eventually sub-
side in the second quarter following the recovery of emerging economies. Imports have undergone an 
even more pronounced decline in the fourth quarter as imports from China dropped strongly. We predict 
for 2023 an increase by 0.5 percent for exports and a decline by 0.2 percent for imports. After nine 
months of positive growth, import prices declined in the fourth quarter of 2022 and are expected to drop 
considerably in the first quarter of 2023 as well due to falling commodity and energy prices. Although 
prices for other imported goods rose only slightly in the fourth quarter, they did not fall noticeably com-
pared to raw materials and chemical products. Export prices have also fallen significantly, particularly 
for chemical products, but less pronounced than import prices. Overall, the price dynamics have led to 
a sudden improvement in the terms of trade. We expect the terms of trade to continue to improve in 
2023 and to make up much of its losses from 2022.  

Core inflation accelerated further at the beginning of the year. While energy prices rose strongly 
until September 2022, year-on-year rates have been declining since then. Conversely, core (non-en-
ergy) inflation that increased from 3 to 7 percent in 2022 accelerated further at the beginning of the year 
to 7.3 percent in January and 7.6 percent in February. This indicates an unbroken underlying inflationary 
trend in food, services and non-energy goods. The core rate is expected to decline over the course of 
2023. On average, however, core inflation will be higher in 2023 (5.4 percent) than in 2022 (4.9 percent). 
For 2024, we project a significantly lower core rate of 2.5 percent, which is, however, still well above its 
long-term average of 1.3 percent. The core inflation is likely to gradually decline due to easing inflation-
ary pressures from goods (excluding energy and food). This trend has already been observed in the 
United States. With easing supply chain bottlenecks, upward price pressures on goods have calmed 
down relatively quickly there. Moreover, according to business surveys, the pass-through of higher en-
ergy costs is likely to be relatively far advanced. Price increases in services will be more persistent. 
Overall, however, companies are now operating in a new environment. In the post-pandemic recovery, 
the willingness to pay on many private households was relatively high and companies could adjust 
prices upwards relatively easily as supply was limited at the same time by material shortages. However, 
the scope for companies to increase prices is likely to narrow in the face of weakening consumer de-
mand. Real unit labour costs have recently been at historically low levels. While higher wage settlements 
will provide a boost to costs, we expect that at least major parts of this impulse will not translate into 
further price increases, but that corporate margins will narrow and unit labour costs will return to its long-
run average.  

The impact of energy prices on inflation declines in 2023. Energy prices are expected to increase 
by 5 percent, after an increase by 30 percent in 2022. The contribution to overall inflation falls accord-
ingly from 2.3 percentage points in 2022 to 0.4 percentage points in 2023. Based on our assumption for 
the crude oil price, which foresees a shallow decline in crude oil prices until the end of the forecast 
period, fuel prices (diesel and petrol) are likely to decline already from the second quarter of 2023. 
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Heating oil prices are not expected to decline until the end of 2023.1 The inflationary impulses from gas 
and electricity are capped by the price brakes that have been introduced at the beginning of the year. 
However, wholesale prices indicate much lower prices levels of gas and electricity in 2023 and 2024 
than we expected in our winter, anyway. Gas prices are likely to increase by 20 percent in 2023, follow-
ing a 50 percent increase in 2022.2 For electricity prices we expect an increase of 12 percent in 2023, 
whereas they had risen by 20 percent in the previous year. Gas and electricity together will contribute 
about 0.6 percentage points to inflation in 2023. Without the price brakes for gas and electricity, we 
would expect both components to increase by about 25-30 percent. The contribution to overall inflation 
would accordingly be 0.5 percentage points higher. Overall, inflation is expected to be 5.4 percent in 
2023 and 2.1 percent in 2024 (Table 1). 

Private consumption will only decline temporarily. Leading indicators point to another decline in 
private consumer spending in the first quarter. Retail sales in January were below the level of the fourth 
quarter. There are also signs of a further decline in consumer spending in the hospitality industry. Con-
sumer climate has recently risen again somewhat, but is still at a historically low level. The propensity 
to buy of private households has so far hardly been able to break away from its lows. Overall, we expect 
private consumer spending to decline by 0.5 percent in the first quarter. In the further course of the year, 
private consumer spending will gradually increase again. Energy prices for households, for example, 
are not expected to rise any further and will ease again somewhat beginning at the end of the year. The 
first payments under the so-called gas and electricity price brakes will reach private households in March 
- after the one-off payment to gas customers in December. Finally, households are likely to reduce their 
savings rate again in view of their high extra savings, especially since wholesale prices for gas and 
electricity have recently calmed down considerably and the risks of exploding energy costs have been 
averted for the time being by the price brakes. All in all, we expect private consumption to decline by 
0.5 percent this year due to the weak start to the year. In the coming year, when real disposable incomes 
rise again quite strongly, private consumer spending will increase by 1.8 percent. 

The dynamics of construction investments continue to point downwards and price pressure is 
decreasing. Leading indicators point to an increase in construction investment in the first quarter. Con-
struction activity in January was well above its level in the fourth quarter. Surveys on capacity utilization 
also point to an increase at the start of the year. Overall, we expect an increase of construction invest-
ments by 1.8 percent in the first quarter. For the rest of the year, however, we expect significant declines 
in view of the poor general conditions. New orders are at their lowest level since 2015. In addition, a 
growing number of companies reported cancellations of orders. Falling building permits also point to a 
weak construction activity for the remaining year. Rising interest rates on housing loans caused the 
volume of new housing loans to fall in January by 46 percent compared to the previous year. In view of 
the high margins of firms in the construction industry, a rapid price response to weak demand could 
have a stabilizing effect. However, this is countered by the inertia of land prices, so that a longer-lasting 
weakness is more likely. Stabilizing will be that materials shortages have eased and are likely to ease 
further in the forecast period. Moreover, despite significant declines, the order backlog is still relatively 
high. Further, incoming orders seem to have stabilized at their low levels recently. Companies in the 
construction industry have built up employment until recently and continue to complain about a shortage 
of skilled workers. This suggests that they rather expect a temporary period of weakness. Overall, we 
expect a decline in construction investment of 4.1 percent this year. Thus, it would fall behind the level 
of 2018. The decline in construction investments is driven to a large extent by the development in resi-
dential investment, which particularly suffers by increased financing costs and falling real disposable 
income of private households. In the next year, construction investment is expected to decrease slightly 
by 0.5 percent. The strong upward price pressure is likely to calm down quickly as a result of the lower 

                                                      

1 Similar to the prices for fuels, heating oil prices are likely to be below the levels of the previous year, but the heating oil component 

in the consumer price index contains a smoothing component, which is intended to take account of the fact that homeowners 

maintain heating oil stocks for a longer period of time and in the case of renters the down payments to cover operating cost are 

only adjusted to the current price development with a delay. As a result, the strong price increases of the past year are still having 

an effect in the current year. 

2 For gas prices in the consumer price index the developments of last year are still having a mechanical effect this year, despite 

the price brake currently in place. This is due to the fact that the fixed down payments of renters to cover the operating costs (gas) 

only react to current price developments with a delay. 
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demand. For 2023, we expect an increase in the deflator of construction investment by 5 percent, which 
is expected to slow down to 1 percent in the 2024. 

Investment in machinery and equipment remain stable despite the weak economy. In 2022, in-
vestment in machinery and equipment increased by 3.3 percent. This increase - in a period of uncer-
tainty and weakness in the economy - is unusual with regard to the typical investment cycle and can be 
explained by the record level of domestic orders on hand for capital goods that built up in the wake of 
supply bottlenecks in the pandemic. Contrary to the upward momentum of leading indicators, investment 
in machinery and equipment declined by 3.6 percent in the final quarter of the previous year. A major 
contributor to the decline was government investment in machinery and equipment, which fell by around 
28 percent. Looking forward, investment in machinery and equipment will increase at a robust pace. 
Incoming orders for capital goods have stabilized and were recently increasing again. Moreover, corpo-
rate expectations have come off their lows. As material bottlenecks ease, the high domestic order back-
logs will be gradually reduced, boosting investment in machinery and equipment. Public investment, 
which accounts for a share of about 10 percent, is expected to increase significantly due to rising de-
fense spending. Leading indicators, especially domestic sales by capital goods producers, suggest a 
strong increase in investment in machinery and equipment in the first quarter. In 2023 they are expected 
to rise by 2.1 percent. For 2024, we expect a growth rate of 4.4 percent. A stronger increase will be 
counteracted by the expected lower investment activity in the energy-intensive industries due to higher 
energy prices. 

Despite high wage growth, labor costs remain extraordinarily low relative to prices and produc-
tivity. Negotiated wages and salaries rose by 2.6 percent last year, following an increase of 1.6 percent 
in 2021. A much stronger acceleration is on the horizon for the current year. Considering all extra pay-
ments (such as the inflation compensation premium free of taxes and social security contributions), the 
latest agreement in the metal and electrical industry provides for an overall increase of 7.2 percent for 
2023 and 4.1 percent for 2024, after an average of 0.5 percent in the years 2020 to 2022. For the 
ongoing negotiations in the public sector at federal and local-government level and the upcoming nego-
tiations in the retail sector as well as wholesale and foreign trade sector in the second quarter, we expect 
noticeable wage increases as well. Against this backdrop, we expect an overall increase in negotiated 
wages and salaries of 5.3 percent in 2023 and 5.4 percent in 2024; these would be the highest increases 
since 1995. In addition to the high rate of inflation, the acceleration in wage growth is being driven by 
the labor shortage, which has been growing for years and is currently at an exceptionally high level. 
Effectively-paid earnings are likely to rise faster than collectively agreed earnings. Gross wages and 
salaries per employee rose by 4.7 percent last year. Much of the high positive wage drift was due to the 
noticeably lower level of short-time work compared to 2021. In addition, there was a strong increase in 
effective earnings in the final quarter of 2022 (seasonally adjusted), to which the increase in the statutory 
minimum wage to 12 euros per hour on October 1st is likely to have contributed significantly. The wage 
drift is likely to remain positive in the current and coming year in view of high domestic price pressures 
as well as record labor shortages. All in all, we expect effective earnings per employee to rise by 5.6 
percent (2023) and 5.8 percent (2024). Since German reunification higher rates have only been rec-
orded in 1992. Real unit labor costs fell in the past two years to a very low level by historical standards. 
The reason for this is that labor costs have lagged behind domestic prices (measured by the deflator of 
gross value added), with the result that nominal labor productivity has risen faster than nominal labor 
costs. This is likely to be an important reason why employment has been comparatively robust so far 
despite the very difficult overall economic environment. Over the forecasting horizon, while we expect 
real unit labor costs to rise and approach their long-term average, labor demand continues to be sup-
ported by this factor. 

Employment is expected to peak in the forecast period. After the increase in employment had 
slowed down until around mid-year, the pace of job creation stabilized in the second half of last year. 
Almost all of the recent increase in employment (subject to social security contributions) was attributable 
to persons with foreign citizenship. While their share of employment growth increased from 20 percent 
to 60 percent between 2011 and 2021, it rose sharply over the past year to 95 percent by December. 
The rapid increase last year was not caused by accelerated growth in employment of foreigners – alt-
hough employment of Ukrainian nationals increased sharply. Rather, the increase in employment of 
German nationals slowed rapidly and came to a virtual standstill toward the end of the year. Leading 
indicators, such as the ifo Employment Barometer and the IAB Labor Market Barometer, have improved 
somewhat since the fall and point to continued employment growth in the second quarter of this year. 
Over the remainder of the forecast period, however, employment is likely to peak. While the negative 



 

 

 

KIEL INSTITUTE  

ECONOMIC OUTLOOK 

NO. 101 (2023|Q1) 

 6  

 

impact of the energy crisis on employment is likely to be offset to a large extent because companies are 
holding on to their staff due to the labor shortage and because they can afford to do so due to the 
relatively low level of real unit labor costs, the progressive aging of the working population leads to a 
decline in the potential labor force despite substantial immigration. Unemployment falls only gradually 
over the forecast period, particularly because Ukrainian refugees are likely to take time to integrate into 
the labor market. All in all, we expect an unemployment rate of 5.4 percent in the current year and 5.2 
percent in the coming year, compared to 5.3 percent last year. Starting from a relatively low level, work-
ing time per person only stagnated last year, despite a substantial reduction in short-time work. This 
was mainly due to the sharp rise in sick leave to a level not seen since German reunification. In this 
forecast, we assume that the sickness rate will normalize by 2024. The resulting recovery in working 
hours will counteract the age-related decline in employment, so that total hours worked will increase 
over the forecast period.  

Fiscal deficits decline slowly. Payments to users of natural gas and electricity and transfers to com-
panies, heavily affected by the energy crisis, lead to rising expenditures. However, several measures 
for both the Covid-19 crisis and the energy crisis do not apply any longer in 2023. Thus, the expenditures 
do not increase as fast as in the previous year. Revenues increase at a lower pace, too. Tax revenues 
are hampered by the economic slowdown and tax cuts in the income tax, as well as in the value added 
tax on natural gas. However, social security contributions benefit from robust wage growth and rising 
rates. Overall, the budget deficit will only modestly decrease. In 2024, the end of energy related pay-
ments in April, provides some relief to the public budget. However, the deficit will remain elevated com-
pared to the pre-Covid era. 

 

Table 1: 
Key indicators  

        2021       2022       2023       2024 

Gross domestic product (GDP), price-adjusted 2.6  1.8  0.5  1.4  
Gross domestic product, deflator 3.1  5.5  6.2  2.2  
Consumer prices 3.1  6.9  5.4  2.1  
Labor productivity (per hour worked) 0.9  0.4  0.2  0.3  
Employment (1000 persons) 44,980  45,570  45,885  45,827  
Unemployment rate (percent) 5.7  5.3  5.4  5.2  
in relation to nominal GDP         

Public sector net lending -3.7  -2.6  -2.1  -1.4  
Gross public debt 68.6  66.4  64.3  63.5  
Current account balance 7.4  3.8  5.6  5.6  

GDP, consumer prices, labor productivity: percentage change on previous year; unemployment rate: as defined by the Fed-
eral Employment Agency. 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; Federal Employment Agency, Monthly Bulletin; Federal Employ-
ment Agency, Employment Statistics; shaded: Kiel Institute forecast. 
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1. Leading indicators  

Figure 1.1:  

Leading indicators 

 

 

Figure 1.2:  

Capacity utilization 

 

 

 

Figure 1.3:  

Order stocks and capacity utilization in construction 
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2. Monetary conditions and prices

Figure 2.1:  

Bond yields 

 

 

 

Figure 2.2:  

Loan interest 

 

 

Figure 2.3:  

Credit growth 

 

 

 

Figure 2.4:  

Credit impulse 
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Figure 2.5:  

Consumer prices 

 

 

 

Figure 2.6:  

Consumer price index 

 

 

 

 

Tabelle 2.1:                 
Projections and assumptions on the international enviroment  

  2021 2022 2023 2024 

  I II III IV I II III IV I II III IV I II III IV 

ECB key interest  
rate 

0.00 0.00 0.00 0.00 0.00 0.00 1.25 2.50 3.50 4.00 4.00 4.00 4.00 3.50 3.50 3.25 

Long-term interest  
rate 

-0.46 -0.28 -0.45 -0.30 0.10 1.05 1.30 2.12 2.32 2.50 2.70 2.90 3.00 3.00 3.00 3.00 

US-dollar/euro ex-
change rate 

1.20 1.21 1.18 1.14 1.12 1.06 1.01 1.02 1.07 1.07 1.07 1.07 1.07 1.07 1.07 1.07 

Price competitive- 
ness 

91.5 91.6 91.0 89.8 89.7 88.9 87.9 88.5 89.0 89.2 89.2 88.9 88.4 87.9 87.5 87.0 

Export markets 0.6 2.1 1.6 1.1 0.7 0.3 -0.1 0.1 0.3 0.6 0.6 0.7 0.6 0.5 0.5 0.5 
Oil price 61 69 73 79 101 114 101 89 83 83 81 80 79 78 77 76 
Gas price 18 25 49 97 101 101 205 124 56 53 54 60 62 57 57 59 
Electricity price 53 66 104 193 202 203 410 205 120 132 150 178 182 138 141 180 
ECB key interest rate: main refinancing operations (end of quarter); long-term interest rate on  9−10 year bonds;  price com-
petitiveness: against 60 trading partners, based on consumer price inflation; index: 1991:I = 100, increasing values indicate 
deterioration of price competitiveness; export markets: GDP growth in 41 countries, weighted with shares in German exports, 
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Statistics, Refinitiv, EEX, ENDEX; Kiel Institute calculations; shaded: Kiel Institute forecast or as-
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3. External trade 

Figure 3.1:  

Exports 

 

 

 

Figure 3.2:  

Imports 

 

 

Figure 3.3:  

German export markets 

 

 

 

Figure 3.4:  

Germany’s price competitiveness 
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Figure 3.5:  

Export indicators 
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4. Domestic expenditure 

Figure 4.1:  

Final domestic expenditure 

 

 

Figure 4.2:  

Private consumption 

 

 

Figure 4.3:  

M&E investments 

 

 

Figure 4.4:  

Construction 
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Figure 4.5:  

Investment cycles 

 

 

Figure 4.6:  

Decomposition of growth in private consumption 

 

 

Figure 4.7: 

Contributions to changes in real disposable income 

 

 

 

Table 4.1:   

Gross fixed capital formation 

  2021 2022 2023 2024 

Total 1.2 0.4 -1.1 1.7 

Corporate investment 2.0 1.9 1.8 3.4 

Machinery and equipment 3.5 3.3 2.1 4.4 

Construction (non-dwell-
ings) 0.1 -1.0 -0.6 0.2 

Other 1.1 2.1 3.3 4.3 

Dwellings 0.6 -2.2 -6.1 -1.8 

Public (non-dwellings) -2.9 -1.1 -1.7 4.2 

Memorandum item:         

Construction 0.0 -1.7 -4.1 -0.5 

Volumes; change over previous year in percent. 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; 
shaded: Kiel Institute forecast 
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5. Industries 

Table: 5.1 

Gross value added for industries                          

  

2022 2023 2024 

I II III IV I II III IV I II III IV 

  
Seasonally and calendar-adjusted, q-o-q change in percent 

Gross domestic product 0.8 0.1 0.5 -0.4 0.2 0.3 0.3 0.3 0.4 0.4 0.4 0.4 

Gross value added 1.5 -0.6 1.6 -1.4 0.2 0.3 0.3 0.3 0.4 0.4 0.4 0.4 

Industry excl. construction -0.1 -0.2 0.6 -1.1 1.5 0.9 0.7 0.5 0.4 0.4 0.4 0.4 

Manufacturing 0.1 -0.2 1.0 -0.6 1.5 1.0 0.8 0.5 0.4 0.4 0.4 0.4 

Energy, Water etc. -0.7 0.5 -2.5 -4.5 1.0 0.0 0.1 0.2 0.3 0.3 0.3 0.3 

Construction 2.5 -3.5 -2.2 -2.4 1.5 -1.5 -1.5 -0.5 0.2 0.5 0.5 0.5 

Trade, transport, accomodation, food services 1.8 -1.4 2.9 -2.9 -2.0 0.5 0.2 0.3 0.5 0.5 0.5 0.5 

Information and communication 1.3 0.5 1.4 0.9 0.3 0.5 0.8 0.8 0.8 0.8 0.8 0.8 

Financial and insurance services 1.7 0.3 1.2 -1.0 -0.5 -0.3 0.0 0.0 0.3 0.3 0.3 0.3 

Real estate activities 0.7 0.3 -0.3 0.4 0.0 0.0 0.1 0.1 0.1 0.1 0.1 0.1 

Business services 1.8 -0.1 -0.3 0.1 0.3 0.3 0.5 0.5 0.5 0.5 0.5 0.5 

Public services, education, health 2.8 -1.5 4.4 -1.7 1.0 0.2 0.3 0.4 0.5 0.5 0.5 0.5 

Other services 6.2 1.1 6.2 -6.8 -2.5 0.0 0.2 0.5 0.5 0.5 0.5 0.5 

Quarterly data, volumes.                         

Source: Federal Statistical Office, Fachserie 18, Series 1.3; shaded: Kiel Institute forecast. 
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6. Wages 

Figure 6.1:  

Real unit labor costs 

 

 

 

 

Table 6.1:   

Wages and productivity 

 2021 2022 2023 2024 

Per hour         

Negotiated wages 1.5 2.7 5.3 5.4 

Gross wages and sala-
ries 

1.6 4.8 5.9 4.3 

Wage drift 0.0 2.2 0.6 -1.1 

Compensation of em-
ployees 

1.3 4.3 5.8 4.4 

Labor productivity 0.9 0.4 0.2 0.3 

Unit labor costs 0.7 3.8 5.7 4.0 

Unit labor costs (real) -2.3 -1.6 -0.5 1.8 

Per capita         

Negotiated wages 1.5 2.6 5.3 5.4 

Gross wages and sala-
ries 

3.3 4.7 5.6 5.8 

Wage drift 1.8 2.1 0.2 0.5 

Compensation of em-
ployees 

3.1 4.2 5.6 5.9 

Labor productivity 2.5 0.5 -0.2 1.6 

Unit labor costs 0.6 3.7 5.8 4.2 

Unit labor costs (real) -2.4 -1.7 -0.4 2.0 

Change over previous year in percent; wage drift: differ-
ence between change of negotiated wages and change of 
gross wages and salaries in percentage points; labor 
productivity: real GDP per hour or per capita; unit labor 
costs: compensation of employees (per hour or per capita) 
in relation to labor productivity; unit labor costs (real): unit 
labor costs deflated by GDP deflator. 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; 
Deutsche Bundesbank, Negotiated Pay Rate Statistics; 
shaded: Kiel Institute forecast. 
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7. Employment 

  

 

Table 7.1: 

Employment (1,000 persons) 

        2020       2021       2022       2023       2024 

Hours worked (domestic concept, mn. hours) 59,249  60,281  61,103  61,288  61,976  

Persons in employment (domestic concept) 44,914  44,980  45,570  45,885  45,827  

Self-employed 4,055  3,958  3,908  3,872  3,832  

Employees (domestic concept) 40,859  41,022  41,662  42,013  41,995  

Employees subject to social security contributions 33,577  33,922  34,528  34,865  34,925  

Minijobs 4,273  4,100  4,129  4,164  4,086  

Net commuting 94  114  139  147  147  

Persons in employment (national concept) 44,821  44,866  45,431  45,738  45,681  

Employees (national concept) 40,766  40,908  41,523  41,866  41,848  

Unemployed persons (registered) 2,695  2,613  2,418  2,471  2,402  

Unemploymend rate (registered; percent) 5.9  5.7  5.3  5.4  5.2  

Unemployment rate (ILO; percent) 3.4  3.3  2.8  2.7  2.5  

Self-employed: including family workers; unemployed persons (registered): definition of the Federal Employment Agency 
(BA). 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; Federal Employment Agency, Monthly Bulletin; Federal Employ-
ment Agency, Employment Statistics; shaded: Kiel Institut forecast. 

 

 

 

 

  

Figure 7.1:  

Persons employed 

 

Figure 7.2:  

Unemployed persons (registered) 
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8. Public finances 

Table 8.1 

Revenues and expenditures of the general government (bn. Euro) 

  2020 2021 2022 2023 2024 

Revenues 1,569.1 1,711.7 1,820.8 1,917.1 2,027.1 

→relative to GDP 46.1 47.5 47.1 46.5 47.4 

Taxes 774.5 877.8 948.3 983.2 1,034.5 

→relative to GDP 22.7 24.4 24.5 23.8 24.2 

Social contributions 608.1 633.7 665.8 716.4 765.5 

→relative to GDP 17.9 17.6 17.2 17.4 17.9 

Other revenues 186.5 200.3 206.7 217.5 227.1 

→relative to GDP 5.5 5.6 5.3 5.3 5.3 

Expenditures 1,716.6 1,846.0 1,922.1 2,000.0 2,080.5 

→relative to GDP 50.4 51.3 49.7 48.5 48.6 

Compensation of employees 284.3 294.4 306.7 316.4 336.5 

Intermediate consumption 209.4 227.2 236.9 248.7 256.9 

Social transfers in kind 304.9 330.0 355.6 371.5 388.5 

Gross capital formation 93.2 93.4 101.6 111.6 124.5 

Capital transfers 21.5 20.8 26.1 27.0 31.1 

Social benefits 600.0 610.9 618.7 663.9 703.1 

Subsidies 73.4 111.6 72.8 78.2 58.4 

Other current transfers 82.6 90.4 113.4 98.6 98.0 

Other capital transfers and invest-
ment grants 

48.1 68.1 91.4 85.2 84.7 

Other expenditures -1.2 -1.2 -1.3 -1.3 -1.3 

Net lending/ net borrowing -147.6 -134.3 -101.3 -82.9 -53.4 

→relative to GDP -4.3 -3.7 -2.6 -2.0 -1.2 

Revenues of central, state, and 
local governments 

1,003.8 1,116.4 1,199.4 1,235.8 1,297.8 

Net of transfers from social security 
funds 

993.2 1,109.8 1,187.7 1,234.6 1,296.6 

Transfers from social security 
funds  

10.6 6.6 11.7 1.2 1.2 

Expenditures of central, state, 
and local governments 

1,116.5 1,255.0 1,307.4 1,324.2 1,359.7 

Net of transfers to social security 
funds 

975.2 1,097.3 1,129.1 1,175.5 1,208.1 

Transfers to social security funds  141.4 157.7 178.3 148.6 151.6 

Net lending/ net borrowing cen-
tral, state, and local govern-
ments 

-112.7 -138.5 -108.0 -88.4 -61.9 

Revenues of social security 
funds 

717.9 783.5 806.7 828.6 857.8 

Net of transfers from  central, state, 
and local governments 

576.6 625.8 628.3 679.9 706.2 

Expenditures of social security 
funds 

752.7 779.2 802.8 829.2 866.5 

Net of transfers to central, state, 
and local governments 

742.1 772.6 791.1 828.0 865.3 

Net lending/ net borrowing so-
cial security funds 

-34.8 4.3 3.9 -0.7 -8.7 

Sums may deviate due to rounding. Relative to GDP in per cent. 

Source: Federal Statistical Office, internal worksheet; shaded: Kiel Institute forecast. 
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Figure 8.1:  

Government gross debt 

 

 

 

Figure 8.2: 

Structural budget balance 
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9. GDP and its components 

Table 9.1:  

Quarterly data 

  2022 2023 2024 

      I     II    III   IV    I   II    III   IV    I   II   III  IV 

Gross domestic product 0.8 0.1 0.5 -0.4 0.2 0.3 0.3 0.3 0.4 0.4 0.4 0.4 

Private consumption  0.7 0.6 0.7 -1.0 -0.5 0.2 0.3 0.4 0.5 0.5 0.5 0.5 

Government consumption  0.6 0.5 -1.2 0.6 -0.4 0.7 0.8 0.3 0.2 0.2 0.2 0.1 

Machinery and equipment 1.8 1.1 5.4 -3.6 1.5 0.5 1.0 1.0 1.3 1.3 1.3 1.3 

Constructions 3.5 -3.2 -0.9 -2.9 1.8 -1.6 -1.4 -0.3 0.2 0.5 0.6 0.6 

Other investment -0.1 0.8 1.0 0.7 0.5 1.0 1.0 1.0 1.0 1.0 1.3 1.2 

Change in inventories -0.3 0.6 0.1 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Domestic expenditure 0.8 0.8 0.5 -0.6 0.0 0.1 0.3 0.4 0.4 0.5 0.5 0.5 

Exports -0.3 0.7 1.9 -1.0 -0.7 0.8 1.0 1.0 0.9 0.9 0.9 0.9 

Imports -0.5 2.3 2.1 -1.3 -1.3 0.3 0.9 1.0 1.1 1.1 1.1 1.1 

Net exports 0.0 -0.7 0.0 0.1 0.3 0.2 0.1 0.0 0.0 -0.1 -0.1 -0.1 

Employment (domestic) 45,418 45,553 45,595 45,711 45,822 45,902 45,912 45,902 45,882 45,852 45,812 45,762 

Unemployment (registered) 2,327 2,337 2,491 2,522 2,508 2,482 2,459 2,440 2,423 2,408 2,396 2,385 

Volumes, seasonally and working-day adjusted. Change on previous quarter in percent; change in inventories, net exports: 
Lundberg component (contribution to GDP growth); employment, unemployment: seasonally adjusted, 1,000 persons; unem-
ployment: as defined by the Federal Employment Agency (BA).  

Source: Federal Statistical Office, Fachserie 18, Series 1.3; Federal Employment Agency, Monthly Bulletin; shaded: Kiel Institute 
forecast. 

 

 

Figure 9.1:  

Forecast intervals for GDP growth 

 

 

Figure 9.2:  

Import adjusted expenditure-side contributions to 

GDP growth 
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10. The German economy, 2020–2023 

     2021    2021    2022    2023    2024 

  Bn. Euro Change over previous year in percent 

Use of gross domestic product, price-adjusted            
GDP   2.6 1.8 0.5 1.4 
Private consumption expenditure   0.4 4.3 -0.5 1.8 
Public consumption expenditure   3.8 1.2 0.6 1.3 
Total fixed investment   1.2 0.4 -1.1 1.7 

Machinery and equipment   3.5 3.3 2.1 4.4 
Construction   0.0 -1.7 -4.1 -0.5 
Other equipment   1.1 2.1 3.3 4.3 

Changes in stocks   0.5 0.4 0.5 0.0 
Domestic Demand   1.9 3.1 0.1 1.6 
Exports   9.7 2.9 0.5 3.5 
Imports   9.0 6.0 -0.2 4.0 
Net exports   0.8 -1.2 0.3 -0.1 

Use of gross domestic product at current prices           
GDP  3,601.8 5.8 7.4 6.7 3.7 
Private consumption expenditure 1,773.8 3.5 11.6 4.9 3.8 
Public consumption expenditure 797.5 6.6 6.4 4.4 4.7 
Total fixed investment 783.8 6.5 11.3 3.0 3.2 

Machinery and equipment 229.4 5.5 10.6 5.8 6.2 
Construction 416.7 8.3 13.9 0.7 0.4 
Other equipment 137.7 2.9 4.6 5.6 6.5 

Changes in stocks (€ bn.)   55.1 87.9 113.7 114.6 
Domestic Demand 3,410.2 6.1 11.1 4.9 3.8 
Exports 1,693.9 15.6 14.9 0.5 4.4 
Imports 1,502.4 18.0 24.3 -3.3 4.6 
Net exports (€ bn.)   191.6 79.5 152.3 155.4 
Gross national income 3,729.5 6.4 7.2 6.6 3.7 

Deflators           
GDP   3.1 5.5 6.2 2.2 
Private consumption expenditure   3.1 6.9 5.5 1.9 
Public consumption expenditure   2.7 5.1 3.8 3.4 

Investment in machinery and equipment   1.9 7.1 3.6 1.7 
Investment in construction   8.3 15.9 5.0 1.0 
Investment in other equipment   1.8 2.4 2.2 2.1 

Exports   5.4 11.7 0.1 0.8 
Imports   8.3 17.3 -3.2 0.6 
Addendum: Consumer prices   3.1 6.9 5.4 2.1 

Income distribution           
Net national income (factor costs) 2,743.4 6.7 4.2 7.5 3.0 

Compensation of employees 1,918.0 3.5 5.8 6.4 5.8 
in percent of national income   69.9 71.0 70.3 72.3 

Property and entrepreneurial income 825.4 15.0 0.4 10.1 -3.8 
Disposable income  2,031.2 2.1 7.0 3.6 4.6 

Savings rate   15.1 11.4 10.2 10.8 
Wages and salaries 1,570.6 3.7 6.3 6.4 5.7 
Wage per hour   1.6 4.8 5.9 4.3 
Unit labor costs   0.7 3.8 5.7 4.0 
Productivity per hour   0.9 0.4 0.2 0.3 
Unemployment (1,000)   2,613.5 2,418.1 2,471.2 2,401.7 
Rate of unemployment (percent)   5.7 5.3 5.4 5.2 
Total employment (1,000)   44,979.8 45,569.7 45,884.8 45,827.3 
Public sector budget balance           

Public sector budget balance (€ bn.)   -134.3 -101.3 -87.9 -58.4 
Public sector budget balance (in percent of GDP)   -3.7 -2.6 -2.1 -1.4 

Public debts (in percent)   68.6 66.4 64.3 63.5 

Change in stocks, net exports: Lundberg-component (contribution to GDP growth); employment, unemployment: as defined 
by the Federal Employment Agency (BA); public debts: in relation to GDP. 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; shaded: Kiel Institute forecast. 
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11. National accounts 
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